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Re Morgan Stanley Smith Barney LLC PUIc5
Citigroup Inc

Dear Mr Utzschneider

We are responding to your letter dated May 29 2009 to the Division of

Corporation Finance and the Division of Investment Management with regard to your

request for temporary no-action relief Our response is attached to the enclosed

photocopy of your letter to avoid having to recite or summarize the facts presented in

your letter Capitalized terms in this letter have the same meaning as in your letter

Yotrhave asked the Divi-sion of Corp-oration Financefor no-action relief during

the applicable Relief Period for each of the Morgan Stanley Parties the Citigroup Parties

and MSSB with respect to the reporting requirements under Sections 13d 13g and

16a of the Exchange Act Based on the facts and representations in your letter but

without necessarily concurring in your analysis the Division on behalf of the Office of

Chief Counsel and the Office of Mergers and Acquisitions will not recommend

enforcement action to the Commission with respect to Section 13d Section 13g and

Section 16a reporting if from Legal Day One through the applicable Relief Period

The Morgan Stanley Parties aggregate and report the securities they

beneficially own outside MSSB with the securities that they would be deemed

to beneficially own within the MS Channel with footnote disclosure reporting

the portion of the holdings attributable to MSSB and exclude from their

reports the securities that they would be deemed to beneficially own within

the SB Channel

The Citigroup Parties aggregate and report the securities they beneficially own

outside MSSB with the securities that they would be deemed to beneficially

own within the SB Channel with footnote disclosure reporting the portion of
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securities that they would be deemed to beneficially own within the MS
Channel and

MSSB does not separately report the securities that it beneficially owns

In reaching these positions we note particularly your representations regarding

the monitoring and reporting challenges presented by the current information technology

systems of the MS Channel and of the SB Channel the scope and scale of the task of

integrating these systems and the time needed to complete the integration your

representation that Morgan Stanley Citigroup and MSSB will maintain information

barriers to protect their respective customers trading information and your

representation that the MS Channel and the SB Channel have their own separate

processes for making investment and voting decisions which will remain in place

through the applicable Relief Periods These factors minimize concerns regarding the

sharing of information and coordinated investment and voting decisions between the MS
Channel and the SB Channel

You have asked the Division of Investment Management for temporary no-action

relief with respect to the reporting requirements under Section 13f of the Exchange Act

and under Exchange Act Rule Oa-3T Based on the facts and representations in your

letter but without necessarily concurring with your analysis the Division of Investment

Management will not recommend enforcement action to the Commission under Section

131 of the Exchange Act and Rule 10a-3T under the Exchange Act against the Morgan

Stanley Parties the Citigroup Parties or MSSB if each of the Morgan Stanley Parties the

Citigroup Parties and MSSB submit Form 3F reports and Form SH reports respectively

in the manner set forth in your May 29 2009 letter

We have considered your request for confidential treatment of your letter and our

response We have determined that the request is reasonable and appropriate under 17

CFR 200.81b Accordingly your letter and our response will not be made public until

the earlier of1 the Closing Date and 120 days after the date of our response

The foregoing no-action relief is based on the representations made to the

Divisions in your letter Any different facts or conditions might require the Divisions to

reach different conclusions.1 This response expresses the Divisions positions on

enforcement action only and does not express any legal conclusion on the questions

presented

Sincerely

Thomas Kim Osterman

Chief Counsel and Associate Director

Division of Corporation Finance Division of Investment Management

The relief granted in this letter relates only to the Morgan Stanley Parties the Citigroup

Parties and MSSB

Associate Director
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Re Morgan StanleySm ith Barney Requestr NoActioo Position

eejiu 13 aid Section 16 and Rule IOa_3T

Ladle atd .Gentlethen

eCty

ih$ LL

This ettercou talus ena
..in.e9u.es$trte pc .iyreJ .timbehalf$fMorgau

Stanley Smith Bainey LLC MSSJ and ts two ultimate parints Morgan Stanley

and together with ts affihiate other than Ho1dlngas defined

below MSSB and other direct and indirect subsidianes of Ho1ding the Mg
tauiev Parties and Citigroup Inc itiaroup and together with its affiliates other

than Wtdings MSSB and other 4ltótatd indirect diÆtià fi41dhig the

QtgtjP Specifically the purpose of this letter isto request that the Staff

the ft of the Dwisen of Corporation Frnanee and the Division of Invesiment

Mang ftheSecurities and ExchangeCoiniuission the isjor the

eonfirmthttheyvoid notrecoiiu dIthCommission thatittake

enforceinont action against MSSB the Morgan Stanley Parties or the Ctigrnup Parties

and Section 16 the Securi ties

disussed further below the busmesses being contributed to the joint ventures will

include certitrn non-U aftiliates which will be separate subs dianesf Holdings as
defined below For purpoe of this discussion MSSB will include Holdings and such

affiliates notwitfritandrng the fact that such affiliates technically will he separate

subs kfiaries of oldings

onnduflinl queit41y MS futg1 Stanley and Citinup .001

AI LI



May 29 2009

Page

FMA CON1EDENTIAL TRATMENT1U QUESTED PURSUANT TO 37 C$R20O8i

and Rule i0a3T therethder iIMSSB the Morgan Stanley Partie and.e

Citigroup Parties.temporarily report positions on tbe.ba s.d cribed below

Topvide.youth ece Æbk4P1.ofthislettàr prO
summary of the parties respective re iobligations apdth tef requested Pailit

pravidà an overview of the formation and structure of MSSB Part 111 provides

discuision oldie management and structure of MSSB expected to be in place on the

dosng of the ttansactton Part IV provides tempotaiy proposal for monitoring and

reporting under gecticas 13 and 16 and on Form SF1 assuming the requested relief from
the Staff is granted and 5ummar1ze the mtentior for such nlorntormg atid reporting

after the period for requested relief has passed Part provides rationale for the

requestd relief

Overvtw ofReqwred Repertrui and Requested Relief

Reed1eprthrgAs ofLasjatD Otw Asni Relief

As discussed more fully in this letter Morgan Stanlev and Citigrotip will initially

indirectly own 1% and 49% respectively of M$Sfl and aoh will have certain board

representation and other nghts result each of Morgan Stanley and Citigroup

believes that under Section 13 and Section 16 as of Legal Day One as defined below
and ahent relief it wutd be requited to either aggregate securities beneficially owned by
it with securities beneficnilly owned by alt of MSSB or to implement appropriate

information barriers aUow it to disaggregate from MSSB for these purposes in
accordance with the SLCs dtsaggregation guidance in itS Release No 3439S38 Januaiy

12 1998 inctudmg the use of information barriers the igggatien Guidance
Absent relief on Legal Day One MSSI wonld be required to separately report the

secunties it benefteially owns Also on Legal Day Otie aentrehe ettheri each of

Morgan Stanley Cttigroup and MSSB would be required tt\rçpOrt on hpis 13F ad SF1

We note that in many instances where MSSI3 ma have
reporting requirement it may

reportjointly.w ithónc or reits parents

ogan Star.ley arid .Citigrotp currently ifiesone Form

report for all of its afiThated entities

13Fand one Form SU

Ssh UP
Cflkit1l .1reatnnt Reqcstc4by M$SB Màra S.tar4ey wide otqOO2
N73028251L.i3
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pOsitiwithtb erwhich sptiiy .ØtterIt4icretion
or in which it has reportab1 4tort position or engges in reportable short transaction

or iiMorgan Stan1y would be required to aggregate and report securities over whióh it

ba seatment disonition or it whuh it has ortable short posthon erenages it

reportable short transaction with aft secuntes over which MSSB has investment

discretion or in which it ha reportable short positLon or engages in reportable short

trausatwn and Citigroup would report separately onlv the securities over which it has

investment discretion or it which it has reportable short postton or engages in

reportable short tranàction

Rquesred Reiie
as defined beoi

The parties request rehef such tha with respect to the Morgan Stan1ePaijres

and the Citigroup Parties mull the earlier ofl the dateon ithtch Morgan Stanley or

Citigroup as the case may be can4isgregate hsposrdoti mOnitonn orrepprting froni

or aggregate its posiitn thomtor1ng and reporting with MSSB in each ease consttent

ith the reportmg method descnbed it Part below or September 302009 and
with respect to MSSI3 untd the earlier ofl the daten which each Morgan Stanley

and Citigroup can disaggregate its position monitoring and reporting from MSSB or

September30 2009 in each case such period is referred to as the applicable 1jf
for sech party Ibr purposes of Section and Section 16 reporting

Tha Morgan Stanley Panics willaggrgare and report rh seçurrtres they

benefIcially owr Miside MSSB vtb the securities thatThey would be deemed

beneficially own within the MS Chaitel as dellned bow anhrtay ecIude
the securfties that they would be deemed tobenetkially own within the 513

Channel as deflned belew
The Cittgrciup Parties will aggregate and report the aecuritis they benLeficlally

ewit outside MS%with the securities that they would be deemed to beneficially

own within the SB Channel and mayexclude the securities that they wotdd be

deeMed to heneficiaUy own within the MS Channel and

MSSI3 will not separately report securities beneficially owned by it

The partlea also request relief under which until the end or the splioabIe RaliefPeriod

forpurposesof Prms 13Iasid Sf

The Morgan Stanley Parties waft include the securifies over wluph they hve
investment cUscrenon or an which they have reportable short position or engage

in reportable short sate with the secuntie over which the MS Channel has

investment discretion or in which it has reportable short position or engages in

repriIble short sale and mayerde the securitsoveakhthà.SB

5rne Mtki dP
biMSS1i O3
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Channel has investment scretion or in which it has reportable short posthon

or engages inn reportable short sate

The Citigroup Parties iI1 includethe itiea.over which they have

rnvestmeat discretion or at which they have reportable short position or engage

in reportable short sale with the secuntiesoyer which the SB Channel has

rnvestnient chseretion or in which it has areportabk short position or engages in

areponable short sale1 and may chide die securities tver which the MS
Channel has investment discretion or at which it has reportable short position

t.eges.Wareakand
MSS wifi make notieeftiitgs to indicate tlat securities vec whieh it has

rnvestment discretion oin lneh itbas reportable short position engages iii

reportable abort sale ÆleIticluded hi
reports by the Morgan Stanly Parties and

the C1t pPaifies

During the Cigroup Partie Relief Period the senrities held by the SB
Channel wift be reported by the Citigroup Parties During such Rehef Period the

Citigroup Parties will include legend on their Form 131 reports and Form SR reports to

indicate that such reports rnclude secUrities held by the SB Channel Durrng the

Citigroup Parties Post-Relief enod as defined below the Citigroup Pathe %ilI not

reportforetthertheSBChannelorMS$B

Dwrttg the Morgan Stanley Partia Relief Petted the seiuntres bd by the MS
Channel will be reported by the Morgan Stanley Pthies During such Relief Period the

Morgan Stanley Patties will include legend ontliew Fnn 13F repertsnnd Form 514

reports to indicate that such reports inIude securities held by the ChnncL

During the Morgan Stanley Parties Post-Relief Period the securities held by
MSSI3 may be reported by the Morgan Stanley Parttei in which case the Morgan Staniey

Parties will include legend on their Porrn 1W reports and Fonri SR reports to indicate

that sueb
reports include securities held by MSSI3 Under such rrcumstances MSSB

will bubaur uötiee reprt to state th$ $SS$s reportable securities are included on th
Morgan Staney Partiei Form 131 reports and Penn Sl reportsas npiiicabIe

4lternarwlydurmg the Morgan Stnhly Parties Post-Relief Period Ihe aceuttties held

by MSSB may be reported by MSSB

Therefore no latet than October 2009 the Citigmup Parthis wiU not report

on.ejther Form 13F or Form SM any sntieoyer which MSSB has investment

i4M1Up Cudee atmnt aested SSlMrgt Stanley an4Cug- 004

flXZ80i3
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dcretion and Zeither the Morgan Stanley Parties or MSSB will report on Form 1SF

and Foni Sit all securities over which MSSEI has rnestnient discretion4 It anttcipatcd
that MSSB will be included as an othçr mduded manager on the Morgan Stanley Parties

Form 13F holdings rports and Form Sit enirtes reports and MSSII will continue to

make notice filings with repect to both Form 1SF and Form at some point during
calendar year 21 jo

Foilbwrng the Relief Periods

Following the applicable partys Rhef Period with such perid as it refØs the

applicable party referred to as the Post.Re1ief Period tbrpupos.e of Section and

ti 16 rºptlæ

The MoaStanley Pattieswffl eithel aggregate thhiti they

bCaeficially own outside MSSB with all securities beaeficially owned by MSSB
or nupiement appropriate rnfonnation barriers to allow them to disaggregate

from MSSI3 ibrthtse purposes in accordance With the Disaggregation Guidances

The Citigroup Parties will implement appropriate information bairters to allow

them to disagreate frotu MSSR inaecordance with the thsaggregation

Guidance and ordingty will report anl those securiuesiey benetieiafly

own outside MSSI3 and

Whete re4uired MSSIS will separately reofl the securities it leia11 owns
either in stand-alone

filing orajoinf filing with the Morgan Stanley Parties

.atitt Rü1e1 3d-lk..or 6a.-3jarapplleabk

With recfloForffis13Fnd Sl1ither

rho Morgan Stanley Parties the
Citigroup PaitMa and MSSB wilt separiuxely

report the securities over which they spective1y have investment discretion or

las reportable short position or engage in reportable sho ale or

4The
parties recognize that Form SR wa adopted pursuant to temporar rule set to

expire on August 2009 and expect to f6liow similar approach with respect to any
successor rule and/er fàrm

Morgan Stanley currently expects to disaggregate from MSSB but the timing fbr such

diŁaggrgÆtion is..uncettth

Coifldenea1 Teaimnt Rquicd by MSSB MorgSca nd Uti/wa 15
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The Morgan Stanley Parties Will ineEudt in th it reports thesecurities over which

they ha investment discretion orin whi4h they have reportabk short position

or engage in reportable short sale and all securities Over witich MSSJ3 has

uweitment thscrenon or in which It has reportable short position or engages in

reportable abort sale and will include legend on the front page of such report

to indicate thatinfotination rega MSB is included within and the

Citigroup Parties will tepoit separately only the seeurities over which they have

investment discretion or in which they have reportable shortpsitkn.or engage
in reportable shortsale

In the case of the second of the to options above MSSB will make notice

filmga to indicate that securities over which it has investment thscretion or in

which it has a..repartable shonpsitionor engages In areportable short sale are

included in repäits by the Morgan SWPÆrtiŁs

Durni the partle applicable Relief Pnod and Post-Relief Penod the securities held

Cli eIaijdthe.MSEChartflelWillatÆffthebó subject ta porting

obhgation by mit least one of the Morgan Stanley Parties The Citigroup Parties and MSSI3

IL Descriition of.MSSB..and.the.Thusaeilen.CjrcatjæMSSB

MSSI3 is Delaware limited liabihty company formed on Febmary 2.2009 All

membership interests in MSSB are owned by Morgan StadleySmithBarney Holdings

LLC lYelaware..linuited liabilitV comiy1jçJdings

Holdings md MSSB were brmed pursuant to Joint Venture Contribution and

Formation Agreement dated as of Jaturarv 13 2OG the ojitrbiitiengreenmifby
and between Citigroup and Morgan Stanley Pursuant to the Contribution Agreement and

subject to the completion of defitiitmv bunted liability company agreement to be

entered into at the closing Cmtigromp and Morgan Stanley have agreed to contribute

certin assets and inessestOMSSB thICinttibulud__1 With tertain

exceptions the Citigreup Conthbuted Businesses the 1S13 Channel include Citigroups
retail brokerage and futures business operating under the name Smith Barney in the

United Sttes and Australia and under the name Qumlter in the Jimted Kingdom Ireland

and the Channel Islands With certain ecceptmons the Morgan Stanley Contributed

Businesses the jQgpgL and collectively with the SB Channel the channels
mnlude Morgan Sumleys Global Wealth Management business and mt private wealth

management business on worldwide basis In the United States the Citigroup

Contributed Businesses are conducted principally within Citigroup Global Markets Inc

CGMr Citigroup subsidiary and the Morgan Stanley Contributed Businesses are

conducted within Morgan Stanley Ce ineoqxrated Morgan Statiley

s.uhsidiaiy TheprimaiybusinessoMSSB Wilibe retail brokerage and..privatewealth

managenient Although MSSB through the MS Channel as defined in the paragraph

above will engage ma limited amount of Section 13eligible principal trading such

Conildnthi Teatmern.ttequsmd by MSSBMorgm.S v.aiCiiireup
A1Th0211250i3
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trading expected to be most1y for the purpose of fircilitating mets and is expected

to represent relatively small
portion

of us overall activutie The institutional bushiesses

of MS and.CQMj such as under iting.advising ott mergers and acquisitions and

institutional and propnetary tradrng and underwriting will remain in MS and COMI and

are no being contribUted toM$SB

lathe in ation..ofCirlgrotp.aiid Morgan Stanley that following the closing of

the transaction the Contributed Businesses currently conducted by CGMI and MS in the

Uiuted States will be conducted by MSSB in substantially the same fashion with certain

jjJmodfficarlons The.els log ofthe tranŁactlon is to oicur as of May 31
2019 the CJosmn I$e and June 200 th target tirat day of MSSR rations1DOn MSWs business will be catned out by roximaiey 20000
tinancial rdvusors in the United States whose registrations wilt beiransfiared to MSSB

shte Ætid.con pledty ofibe combined eutityMSSB
intends to make few changes as possible to legacy organiaitional operational and

supervisory structures as thycurrenly exist in COMI and MS Most signifipantly tbr

certain period of tinre..The.U.S customers of the SB ChanneiwiR continUet havotheir

transaCtiOns cleaædthrough alid have their custhmCr acCOunts eustodied and itriled by
CUMI and customers of the MS Channel will eoiflmtie to have their transactions

cleared througb and have their customer accounts custodied and earned by MS As part

of this clOathgflutction prcwided by MS and COMI wiflinciUº

clearing and settling securities transuons providing trade confirmatIons and customer

statements and performing qutam cashuering functions custody services and related

services number of functions mclnduig regultory compliance and supervismy areas
will be cordmated and aligned and others will be centralized purSuant to umbrella

programs and policies thatwdl overlay the legacy programs and polices the two
Channels Over time and followmg the parties applicable Relief Periods it expected

that lhetwo Channels will beintegrted into one opetatlon and that ultimately MSSi3
will beCome.fullyse1fc learitigand euy..an4.cati its.oustonter accounts

.Attheefise of the transactipn through various subsidiaries Morgan Stanley will

Osn 51% of Holdings and Citigroup will own 49% of loklrngs As noted above the

Contribiited Bnsnieases will include certain additional nonlJ affiliates Morgan

The MS.Channeiernpioys.afuIlthne fixed Income ifwading .busipess collectively

the Thus Desk maintains proprietary inventory for client trade facilitation and

for proprie trading poes

IT M$SBMó ted 007

J3o2S25U3
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Sta1eyand Gitigrouj nil of .whse holdings in.SEC-gid..ecurities 111 need to be

tiken into account fr nonitoripgandreponing purposes

J-kikiing will be managed by abod Of dire tors titigof fout Morgan
Stanley designees to Ciügroup designees and the seniormst petithg executive of

Floldrngs subject to certarn requirements Board decisions will be made or delegated tp

Hotdings tnanagement by ntaJonty vote provided that each of Morgan Slauley and

Citioup will have veto righti with rosp Ito córtain matters

Morgati Staeley will be provided with cenaineall rights exercisable following

thethird tburth and 111Th anniversaries of the Iosu3g er upon ebanga in control of

Citigroup wbtch ultimately may give Morgan Stanley full controlof14oldings Citigroup

will be provided certain put rights exercisable upon change in control of Morgan
Stanley or under certain cIrcumstance fllowrng the sixth anniversary ofthe closing

h.MorganStanley and.Citigroup will betocertain cionoi tratisfers of

Interests in Holdings and on operating acquirm or holding entities that engage in certain

estneted businesses.. Each will have customary registradon tights frorn.the earlier of

iO nc the sixth anniversary of closing

Jor to.andI.following the closing MSSB jfl ...tei tethó inforinaflon

tethnolngy systems for both Chaimei Dueio the massive scale of the joint

venture however creating an integrated IT system from the CCIMI and MS legacy 11

systems will require extensive dianges to multtp1 systems euvenug range ofbusrnes

uses and
multiple client commumeations and fbt some time tbere will be both product

dataaMystern.disamiance

iuid StrUttfre of MSSB

Minagement qfMSSB.as fJ_J
As of Legal Day One the MSI3 executive inanagement.team isxpectedto be

in place Mosimembers ofthe MSSB etecutive management tenet wili be employed full

tune by and will provide aft of their ptofesstenal services to MSS13 Llwevr in oine

instances certain members of the team wilt have additional reponsibthtmes at their

respeetice legacy employers at least through the trM5itiou period James Clortnan the

Chairinattard CEO of MSSI3 willcoiitinuetQbeaneeutjve of MOth Stai1ey

Likewise certain ther meetbers of MSS1 managemint will retain

responsibilities at Morgan Stanley in administrative functions includmg operations IT
huniati resoutces and legal Howevet it is not iurrenUy antictpatetLthataay of these

people wilt be mnvohed in ditetam effecting or recommending transactions in securities

or voting securities on behalf of MSSB or ts eutomers There will he other MSSB
peoplewho may have ongoing respons

ibil ities at Morga iStattie aud/o Who will be

4ThPestd by MS2.r YttW
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involved in. directing th veth.Ænd investment ofsØcuritiesatMSSB liowevein.liglit
of the protections to be implemented See Information Barriers belw MSSI3 and

Morgan Stnley will not share information their respeve.eusotingor
Their prnprietavy fradmg except as necessary to indicate the existence of inventory or to

ficihtate an MSSB trade In addttion in order to satisl vanous flnanetai lndusliy

Regulatoiy Auth yreqmrements atding review of researehdigrtbutod and

marketing materials oreated by MSB there may be hinted number of employees of

the Citigroup and Morgan stanley affihated broker.dealers ho will be dtiaIyregistamd

with MSSB for certain period Despite die overlapping responsibilities of these

individuals during the parties applicable RthefPeriods based on the separate nature

of the two Channels ii the twi Channcls independent processes for makingvotnig and

investment decisions as described ftwther below and nicertain protections that

Morgan Stanley and Citigroup will implement as desciibed further below voting and

investreent d.thions inthttwoCbanneis Will bbCônsistent with thó propós1fb

nion.itoringntrepartii1g dwingihe pa applicable Relief PeriodL

Iutegratioii Efforts to Date-..fl Maangment and Other

As sed further henttnthe

and difficult undertaking that will take innths to complote Likewise Integrating the

two Channeis cmpIoyees facilities and other systems will be challenging Physical

p.acewiU be Integrated after LegaiDay One.oæly lea sepfre and the bii
rationale favors combining facilities systems other than the IT systems will be

integrated only as necessary to appropriately account for MSSI3s operations ibeentive

management of MSSB will share space in Westchester County New York of Legal

Day One Howeye generally employees will continue to work in the offices in w1ich

they currently work and on the systems on which they currently work The integration

process will be gradual and will take 2-24 months to complete With fw exciptions
tintil the end the Relief Pends fbr both parties the two Chnnnel will continue to

operate independently

Vpiingqd nvesi en Dec otfrir MS88 uringthe.Relief Periods

Within the MS ChanneL the methodology for voting and investment decisions is

as

For ewjrnieraecow .awr whIchthe M.Channe1has.dLere1ionary

authortty MS Channel representatives make independent investment

.....
have heengranted

discretionary authority by die customer Tbese4eciarons are made

independently by the representatives themselves and are not coordinated

amonghe rsenttves 45 Clunrietrcpresentadv.es do nruke

CnfdthLi1 Tr ucntRequed iyM$Si3 Meg5unian4Citgmup- 009

AI73025350 13
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voting decisions With respect to discretionary ctstotheraccounts

Rather the MS Channel transfers discretionary otmg authority to third

party proxy advisory firms RskMeiric which vote the securities

are instancesan MS
Channel voting comnutteemay override the proxy advisoiy finn voting

recommendation or make the votmdecision whçn the proxy advisory

m..hasnndition Thi process applies to ror

discretionary customer Sccounts where the cuStomer requests that the MS

Channcl as .a.ctient.service matter vote proxies oiu behaltTofthe

çisomer

For MS Channel thzrd-pary rnwiaged accowfprogrwn The MS
Channel is not granted thscretionary authority over third-party managed

acconts..eithwithres pect to hive nientdecisions ôivotinti Rather

MS Channel eustoiners grant voting and investment discretion to the

third-party manager oftbeaccount Accordmgy the third-party manager

makes voting and iavasttueCt dixisions frthe customers in these

managed accounts

Y4nvJkrtimwithm the SR Channel

jjtheSB.channel.th methodology for voting aixi tuitent decisions iS$iflhilat

Fou mer accounts over whi hike

.b.p oni1eI.who.deyeiepsector allucatioti

targets wlueh are thee sl$red With individual financt advisors or are

incorporated into investment advisory iccounts lor mostderetionwy

agtsie1inaneiaj niakc tiJisinns gUld4bytheS
reedmuiendatiotis otcitigroup research For investment advisory

programswbcb include asset allocation atures the financial advisors

assist clients in choosing an asset allocation model which us comprised ot

mutual funds..exchange-traded funds...Oseparatetynianaged

accounts managed by third party manager in some eases the

financial advisors maychoose such.mutnal fOnda ETF or separaty

managedacco unit TheSE Channel generally makes oting dedsions

for cuatomrrsaccording w.the recoendatois.ofthntljiartyproxy

advisory fir RtskMetncs In relatively small number of eases

where such nEs vc othri arunaWetqpne
reconendatiuns gdeciainns.arein adehy acommitteeof

enuinyeestf the SBChanneL

orSmitkEamey thfrd-pi rnangeda cowrlpr ams TheSB

ChenelIdekgateS the discretkmaiy authoritythal it igraitiód by the

MP
.8n1ey4Ciigrctp -061

Thn82t3
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customerS to third-party managers who make voting and investtnent

decisioi for thecustomers in tlse managed accounts

As is evident the two Channels have their own separate processes for making
voting and invesftnent decisions and where their own representatives are acttal1y

exercising discretionary authoritv tbese decisions arebÆsed.on independent factors

These..processes will generally stayin pinee throogh the parties npplible Relief Periods

and combined with the other flicts set iorth inthi letter minin ize concerns regarding

sharing of information and coordinated itwestment and voting decisions While

.eniployeeaof each Channei at.the senior levels may intetact fromlime to time
investment and VotinC deeiMoflarnot made and would not be coordinated at this leveL

kftnnation zrie

Commencing at LegalDay One MSSB Morgan Stanley and Citigroup will

maintam rot ormation barriers to protect their respetive customers trading information

Morgan Stanley and Citigroup Will not.share information about Their custOmers trading
with MSSI3 nor will they share with 55j3 information about their proprietary trading

except as.necssary to indicate the existence inventory or to faci1itate.n MSSB
trade MSSBwiiI not share information with Morgan Stanley or.Citigroupabout.its

trading .xcep1 as neessary to jfc trade through MS or COML Morgan Stanley
and Caigroup i11 not share information about their pending investment banking or

mergers and acquisitions transactions smth MSSB except to the extent MSSB is

participating ith one or both thms in distribution of securities or as necessary to

enforce statUtory tradlitg restrictions such as the US tendetoffer rU1s Aith ugh
MSSB will not rnaintÆiit.fonnal information barriers between the MS Channel and the

Channel we note that during.the parties applicable Relief Periods regist.rod

representatives in the SB Channel will not have computer systenisaccess to Customer

positions and trading information in the MS Channel and registered representatives in

the MS Channcl will not have computer systems access to customer positions and trading

information in the 513 Channel During the parties applicable Relief Periods customer
trades in the MS Channel will becleared through and custodied atMS aitdlCustomer

trades rn the 513 hannJ will be cleated through and custodied at COMI As result

Morgan Stanley and Citigroup beheve that it is unlikely that registered representatives

andcustornersfn the two separate ChanndLs will have any practical ability to coordinate

trading of securities

hi addition to the inforniaejort.barriersdescribed above for varieay.of legal and

compilancereasons Citigroip will implement information barriers between it and MSSB
on Legal Day One designed to permit thepositions and activities OfMSSB and Citigroup
not to be attributed to one thiOther for the purposes of Sections 13 and 16 and Rule l4e.5

in accrdance with the Disaggregation Guidance However .eventhoughCitigroup will

have these intonmation barrIers in place on Legal Day One because..Citigrotpwill not

cterii TreaftnentRequested by M$S8.Morga StanIy.n4Citiesup oen
A17342ti80 13
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have.completed its ITintegration eftbrts it will not..in .poftiontót1iebeneficIal

net$j and sanilar reports on Legal Day One t.disaggiegateMSSW

IV Tempoaiv PronosI for Leai DaOnefor MofltorJnE and Reorthiz

fIoklins.inSECReistered Securilies Under Seetion.t3 and 16.and.on

FonSflandLntenunisfor$ueh Monitodn and..RŁportigQlorftiePost

RehefPenuds

.A PrnpIfor.Tay.Relif

During the applicable Rebel Period the Morgan Stanley Parties and the

Crtigroiip Parties as appheable will ot1unie their respective current pndtian monitoring

and repo gineludhig ofbenefidaiowncthip and ofsecarities over which they have

investment discretion pulieies procedures and practices Each of the Morgan Stariky

Parties and the Citigrgup Parties will aggregate
the securities managed and/or

heneficiallyowned the portion of MSSB that was conttibütedby such party Thiais

the Morgan Stanley Parties will include in their monitorrng and reporting the MS
Channel and the Cirigroup Parties will include in their monitoring and

reporting
the SB

Chnnnet The MS ChawielisIurrently monitored and reportcd.on an aggregated basis

with MS and theSl3 Cinlis currently monitorctt.and .pçtiJ onan .agegatd1bói
with Cthgraup There are dedicated griups for eadi parent chrgc4 with ntonitonng and

reportipgits positions and these groups will continue to do such monitoring and
reporting

for each parents respethve Channel during atich paitysapphcable Relief Perio

During the parties applicable Relief Periods MSSB will not report separately any

cüHtiesbndflcia1l ciwnedhy it

In the evimt thateither theMorgan Staittey Parties otmeC igou Parties-are

required to file any reports durwg their applicable Relief Period on Schedule 131 or

Schedule 130 or under Section 16 the relevant Pirties will add footnote disclosure

thsclasing their relationdup with MSSI3 In add flion during their applicable Relief

Period5pnce either the Moigan.Stantey Parties or tha Citigroup Patties deteni inc that ii

reportable threshold has been exceeded by such parties and their respective Channel such

partie will include in such footitote-disetosure the portion of the holdings that is

attributble.to .MSSW iBwayofeanipjeif the Citgroup ieswentofile

We.notethat while ihisinformation can determined manuallybycach party with

respect to an mdivrdual
security for which reportmg threshold has been exceeded and

filing is being made neithet partycurrently hastheability to..nionitt..on.an ongOieg and

Footnote Continue pn Next Pager

axreip0012
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Schedule 3G to repon the beneficial twnership of security which on an aggregated

basis with the SB Channel exed reportable threshold they would include fOotnàte

disclosure indicating that Citigroup owns 49%..Of MSSI3 and.that the portion of the

security beneficially owned by MSSB is of the isuer outstanding secethies

With respecttô Fons 3.F and SH5 the .essimilatly prtpose.thateae of t.h

Morgan Stanley Partie and the Citgroup Parties will continue then respective reporting

with respeetto secUrities over.whieh They have investhent discretion or in which they

have reportable short
position or have engaged in reportable short sale and

accordrngl will aggregate wth and include in their reports the securitns and

transactions in their respective Channel The partie will include legends in such reports

consistent with those described in Part LB above

fl ReIfr1Period

Given their different IT systems atid rpective levels ownership in MSSB
Morgan Stanley and Citigroup have different ttmetable for resolving their respective 11

chalIenge in order to be in position to aggregate with MSSB and eentuaUy

disaggregate MSSB in accordance with the Disaggregation thiidance Morgan Stan icy

may be nble to comp1etetyg egate its positida mOnitoring and reporting system with

MSSB on Legal Day One bdtin anyvent expects to be able to.do 50 fl 1tCrtl$i1

September 30 2009 and will disaggregate MSSB in accordance with the Disaggregation
Guidance at some point to be determined after that date Citigroup expects to be able

completely aggregate and disaggregate in accordaiicCwith the Disaggregation Guidane
its position monitoringand reporth1g.stem from MSSB by September 30r20C

Footnote continued fromPrevious Page

daily basis the securities hel4by the..portion of MSSI3 gntributd by th other petty

order to detenninewbether reporting threshold has been reached on aggtegated

basis 5eJ7 Chalknge in Patt below

The panics rCcognize. that FormSH was adopted pursuant to temporary rule set to

expire.on August 2009aiid expect to follow similar approach with respect toany
succcsor rule and/or form

With
respect to this anticipated timing Morgan Stanley is currenliyreceMna.daily test

fred from Citigroup which reports positions in ae ur as withrn the SB Channel Morgan
Stanley is inthe process of adapting its IT systems totead this feed and.to aggregate thó

Footnote Continued anNext Page

Contidithii Treatmelu tequested by MSSt31 organ Staiiky tmd Ciigroup 0013
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Acógty.the$rtiesrequestthat the Staff giane.ternpOrary relióftoallóweach dfthe

Morgan Stanley Parties the Citgroup Parties and MSB to report pos1tion the basis

deeribd alxve in Propastl for Tentpoy 4Idunng die appkcabte Rebef Penod

Eithr MorgariSt yCititotzpitiayb.iæ ti to% asis
no longer requires rehef earlier than tbeother party in this casey the party that is

able to begin rqortmg without relief earlier will inform the Staff in writing accordtngly

SirnilariyhenUybegina.dgregatngM$SRin erdanc with the

Disaggregatton Guldance which may be before or after the other party it will Inform the

Stiff in writing accordingly

Following the integration of the MSSB data into the Morgan Stanley and

Citigroup IT tenis the-paities wtl hae the ability to comply-with Sections 13 and 16

and Rdic tOa3T and tomonittir and report their respective ownership positions

independenty The parties expect this will occur no later than September OO9 Each

party ouid re t.Łdeeribed inPattLC above under Ftdkwfrzg ill ieftefirith.

Aolptàtthei3O2OO9 Citigmup

accordance with the Disaggregation Guidance for purposes of monitormg and reporting

interests afuture date to be dnermined Morgan Stanleyexpectsto dlsaggreate

MSSB in accOrdance with the Disaggregaticm Guidance for purposes of monitoring and

reporting intcre5t These tniotures will ensure that MSSI3 operating as separate

entity from an investment perspeuve and is making independent 1nvestinen voting

dispos itlon and etherownerskiipdccisions At thetime these hthrm ation barriers

policies and precedures refolly hnplemmite4 the IT capability vdLeclat such that

nate idtimmon 4pg donefôr ..pesidons

Pootnoteoininucd.fron PleviousPÆge

poston infothiatioti with its own positloitilifOrniation and that Of the MS Channel

Citigroup is similarly receiving testleed from Morgan Stanley which will enable it to

report pqsitions in securities within the MS ChanneL The impiementatioti of these Ieeds

in progress and wilt be completed by the end ofihe
parties appheabk Relief Periods

at iich tune the psitius within the two Channels MSS1 will niio be able to be

oibi.froman.tT..pcæpecti

MSS13 Mtg ta1iky andCiiigmup 0014A38U
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We believe the following arguments suppoit.the request fOr .relief

Business Focjsed on gey Rather Than Pirincipal Tmdng

8ecause Citigroup is not contributing principal trading business to MSSB and

Morgan StaniCy is contributing just small.prineipal trading business the primary
business MSSB wlI be retail brokerage aAd.private wealth managementand the

majtity of positions are neostoni raccountsthe majority of whkh are non-

discretionary Although MSSB will engage in limitedainount of principal trading

expected to be for the purpose of Iacthtating customers such tradrng expect.d to

represent relattvely small
portIon p1 its overall activtties As result Morgan Stante

and Cittgroupetpcet that on its owtl MSS3 will rarely if ever reach reportable

thresholds ólsecurities ownership at the.earlystages the business

If theiequested relief is granted each of Morgan Stanley and Cicigroupwil.I

continue to aggregate arid include securities managed and/or beneficially owned by its

respective Channel with securities it manages and/or beneficially owns Accórdinly
cen though the proposed structure may in part be inconsistent with the strict

reqliirements of Section 13 and Section 14 the proposal satistes the regulatory rationale

behind these requirements. The proposal will temporarily faffihl the rCgulatoiy objectives

for accurate informatiOn in the marketplace to the extent applicable threshold may be

exceeded

Thth Public Policy Objeetives

Absent the
requested relief iris possible that th rtisactipnwill notTbe ahle.tp

dose until the iT systems are developed to permit aggregaiop.andas applicable

disaggregation of informationrequired tobedisc1osed Hevei the ithortance of the

swift and successful oinpletiou of the joint vCnture in the cunent market environthent

cannot be underestimated We believe that the monitoring and leporting thallenges faced

bytheproposedjointventure are unique and posibly unprecedented We also believe

that given th reaSonable altermiative reporting proposal conthined mnthis iettbr the

balance ot public interest wetghs iiwor of grantmg the linuted and temporary requested

relief without which the elGsingolthe transaei would havetó be delayed

Cfldcntiiitremiequcsad ty MsI3 Morganstanlay agu0Oi5
AI72525Oj3
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irshe citren1.IbwciaJ crisis retes.apecia necd firwgenoy tIoseth
joint eiture transaction The transaction will provide certamty at time whei investor

confusion is iife and confidence is low Customers of.thetwO finns otzldbe provided

assurance of the futtire structure of their securities firm when many are struggling with

ftamental questions Qf whom theyfrtwiththefr filUuiceS and tvp tO fQt.iidVtCC

0flthejCthit venture .structttre proposed byCitigroup and Morgan Stanley

unusual Most transactions involving changes of ownersiup of broker dealer are simple

acuistttons not reqg thierger of two retail operations with ongoing atangements

with two legacy finns These ongoing arrangements with the legacy firnis create special

complications in comp1yln with Sections 13 and 16 and Rule 1Oa3T and others tbr

which %ve are seeking sepite rehe Moreover the Sharing of legacy firm ownership

data that isrequwed tipcr1brm this aggregation raiies signiticant ongoing bosmess

concerns tbr the legacy finns businesses that are not cotttnbuted to MSSB particularly

for Citigroup which does not have management control over MSSB Not only do these

unque monitoring and reporting challenges not arise in iuqst transactions as discussed

further mth next paragraph they also arc more challenging in this transaction than the

Lssue$ more comnionlyInded

.ir4.the.scafe Of the jriint ventureis wiusuatly lÆget0uclilugn2ote than

nii1lioneustomer.aecountsand.entingtechnolkalehalIenesofimmensescppei For

MSS13 Morgan Staæly and Ciigtoup to respond to the resulting disclosure challenges

they must make extensive changes to multiple systems covering range of monitoring

and business uses Given their scale temporary manual fixes to address these problems

are not practicable and would .not.result in accurateintbrmation bing consistently

provided in atimety rnaniier to the public The scope of these systems changes is perhaps

unprecedented fora.cornbinatiorr of retail operations

Fourth despite..the ificauit ohaltenges posed by the scopo Of these ystem

changes MSSL3 Morgan Stanley and Ciugroup are committed to implementmgthe

changes in tutiely and comprehensive manner Therefore the requested relief is to last

only lkr the relatively abort inteflin period until such implementation iS complete so that

.etiStntteaatthe ktniyreeeive the

See SEC MMctkm Leu rMaje4y v.ernment nge4Secton

Reporrrng aed December10 2008 which was granted in pdrt based on the United

Kingdoms.governments ntsponseto the international financial crisis.

-00t6
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tnsetioa as son as possible ThoteqnestodreliefwiUallo the parties to CIOS the

transaction more quickly and is appropriate and ni the public interet gwen the cuffent

financial rnarkctturmoiL

In view of the ualstructure.ófthe joint nf.cttaaion the sleGfthe

jonit ventnre the massive resulthig ystems chang the urgeutneett provide certainty

to tustomers and the turmoil in the nenil markets believe that it slimild be

possible for the Staff to provide róhef tht sthiaton withntt
creating recedcnt that

may be used by others where the exigent cinumstanees presenthere do not exist

Moreover we believe that the provision of relief in this circumstance will benefit

investors and the pthUc and will not.be contraryto the Commissloifs intot protection

mandate

Coordinaiknz of 6kb Q1Rgirnes

EacbofMbStadIÆdioupiiaubjet to dieIosure ofinteretregfres

globally with each having its own requirements and standards tbr global monltorftig and

reporting Aceordnigly monitoring and repoirting en gkbal Ievi will require an 11

system that will wode Teetivetyon.a glØhal hasisandimplementing this sistern will

take time

irChangrs

Fnn practical standpoint it may bedifticult ft.Morgan Stanley and Citigroup

to reSolve the IT integration challenges prior to or imniedistely alter closing the

transaction such that they and MSSB may efflctrvety monitor and report in any way on

Legal Day One other than what is proposecL As noted above there will be significant

wmk involved in integrating the MSSI3 data into two mpanes IT systems and in the

meantime threwill be substaxrtial product data andsystem dissonanie That said the

two firms are makingdiliguit cfbits and have projnet tcams in place to achieve sufficient

IT integration as sOo1as piacticable to be able to comply with dOsuregdbns and

maintain the confidentiality of sensitive ownerslup data withotit needing to implement

onerous maiual solutions To date each of MS and Citigroup ba%e exchanged data feeda

of their reporting positions that will be contributed to MSSI3 on Legal Day One and the

parties are workingwith these feeds as.described inINOtó above Howevàt The pa

expect the integration issues lbr the IT systems that are relevant to position reporting to

be resolved gradually over afew months with goal of complete Integration by

September30 2009 Each of the two finns has
project plan with clearly dflned IT

milestones and goaIs and winch sets out the steps that have been taken and the steps that

Eenialnto be

To the extent that the IT systems are not integrated as necesaary to facilitate

.compliancby.Lega manual workaround uldhethe onlylissible
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reporting solution absent.rdlicf However the unprecedented sca1e of MSSBbrokerage
operations makes such manual workarounds impractical and any form of manual

workarQund two very 1arg org izatiQns.raisesigniflcant.concerns regarding the

reliabilityofdata arid the resulting eonclusions and reporting In addition prepaiiig and

irnplemeutingthose manual werkÆroUnds would require signiiunnt II work and wOuld

ultimately distract and delay the firms
respective IT groups as well as their compliance

pesonuel from their primary gQal of tf integration and strict compliapct with the rules

in the near term

The following are some.of the iT issuesthat must be resOlved before the

successful..integration of the MSSB d4tainto the Morgan Stanley and Citigroup IT

systen forthoiiftodng and dsilOsur purposes

jesajfication Isj For manys curitie there is no

common international security identifier This is particularly the eas for

structured products and derivatives herethØ linkage between the

dOrivative and am.underlying listed security may need to he mamilly
established to ensure that firms aggregate position data is accurate

Morgan Stanleyand Citigroup use different methods of ithntifying these

securities ii their respective databases As result there will be

discrepancie if the position data is integrated prematurely To resolve

thiS iue translation table must be created to eliminate .thO

discrepancies before the Contributed Businesses positiondàta may he

corn med The.process.Qf creating such atable and mapping the reiØait

datafroiti.Citigroups systems to MorganStanky and vice versaJvi1l

be tuiuc-consthnin and difult

M4lDjffers Morgan Stanley and Citigroup naedifferent

data nibdels and ultimately capture their position data diffrentl

Morgan Sttthle and Citigmup.are.wOiidng together to find common
data model in order to.process the positIonstogether Each IT system

eoUecls.differentinformation about customer accounte and even where

they collect the same infonnation they may .0 so differently

complicating efforts to determine which data should beiniuded in

repprts and how it should be calculated particularly for pmposeg of

populatingScbedules 13D/G Form 13P and Form.SFI

The Data Due to the sensitivity of the data

Morgan Stanley and
Citigroup must agree on secure way to transfer and

watehOüseCross.fimi.jnfontion tOrisüie that confidential inforatio

is not disclosed Although Mergan Stanley and Citigrotip have different

tools available tQ do this they must agree upon standards to be

implemented on both sides in order to begin automated .transmission in

cu TeMmnLR quud by MSSL3 Mrran Stanicy roup 0018
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secure mantterI This Ott can t8 thTh nile of The parties needs to

acquire and lostall new toots iporder to support these requirements

noted abova the parties expect tlies various IT integration issues to be msohed

.graduall over few months with goal of complete integration by September 30 2009

Temporaiy Sohkm

Finally and most notably the prppsal ibr Legal Day One is only ernporaiy

soawn proposed in the interest of pioviding market transparency under dfflcult

circumstances li..i not permanent and ilinerelyIueatn to bridge theftporting gap until

be integatiou isaus for The iT systems that are lvant to oshion reporting are

resolved With respect hvtbe Morgan Slimley Partie this mity be by Legal Day One.but

could extend until September 302009 and with respect to the Crtigroup Parties and

4SSj3 this is expected to be by September 30 .209 Each of the Morgan Stanley

Parties the .Citigroup Parties arid MSS will monitOr and .rieport in cornpllance.with the

mu1s as written as soon as sUch patty has the independent capability to do so or shortly

thereafter Anoted above either Morgan Stanley or Citigroup may be in position to

begin reporting on basis which does not require relief eatlier than the other and earlier

thar MSSB this cast the party that is able to begin reporting without relief eirlier will

.iform the Staff in writing accordingly in addition when MSSI3 begins reporting on

separate basis it.will also inform the Staffinwrtinaccording1

VL Cwictusini

In conclusion MSSI3 the Morgan Stanley Parties and tIe CitigroupPartiös

request that the Staff of the Divsi.oii of Corporation Finance and the Division Of

.Livestinent Management confirth that they would not recommend to the Commjssion that

it take entbreement action against MSSB the Morgan Stanley Partis or the Citigroup

Parties under Section 13 and Section 16.and.Rüle l0a3T if they temporarily report

positions on the basis described above

VII Coifldntiid Treatment Request

As of the date of this lettŁr the parties have .flOjpUblIIy disclosed certain

information contained herem moiriding their expectations regarthng the closing date of

the transaction Public availability of this it ormatkm could 1stve adverse consequeæees

for the parties For eampJe an unexpecteddelay in the closing could beinteipreted by

inarket.partiipiintiis an indication at there aretnateriai difficulties with th.eljoint

vtturc when none in fact exist Accordiigly notice of this letter is also being sent to

the Offke of Freedom ot Information and Privacy Act Operations of the Conmwsron
and.we respectfully request that theComrnission accord conftdCnlial treatment to this

Eequest and any wittCn response from the Staff thereto pursuant to 17 C..FR 200.8

cædcntia Tran taeursid by MSSBMogui nkyudCitirnup 0919

A/73.0252110i3
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until the earlier of the Closing Date and iithe date that is 120 days from the.date of

the.Staiis respQnsetothis letter

Please contact Laurie erveny of Bingharn MCutchen LLP at 617 951-8527

Miseha Travers ofDavis Polk Wai-dwell at 650 72-20.l4 or the undersigoedat the

abovc phone number to discuss any questions or comments to this letter

Sineerey yours

John
Iqutzschneider

cc Michelle Oroschakoffktorgan.Stanley

Anne CooæeyMorgan Stanley

Rose-Anne Richter Morgan Stanley

Dnnin Rullard Morgan Stanley

Joyce Kramer Morn Stanley

Michelle Wilke Morgon Stanley

Nai Sullivan 113 ingham McCuthen LU
Amy Kto.flBinghath1l eCutcheti LLP
Hardy Càliott.Bingham MeCutchen LLP
Laurie Cerveny Bingham .McCutchen LU
Kryn Polak Cftigroup 1nc
Au Kththan C.itigraup Inc

Lnuy Schwartz Dav1s Polk Wardwelt
Miseha Travers Davis Polk Wardwell

CotidenIa1 Thai enteqtbi MSSt àruiISeanky and Citigioup 0020

Afl302820J2


